Introduction
The costs associated with the international transport and insurance of merchandise trade are an important determinant of the volume and geography of international trade, and thereby of regional and global value chains. The OECD International Transport and Insurance Costs (ITIC) database, published for the first time in 2017, presents detailed statistics about these transport and insurance costs, for more than 180 countries and partners and more than 1,000 products. The 2017 release was accompanied by an OECD Statistics Working Paper (Miao and Fortanier, 2017 ) that described the methodology that underpins the database, involving a combination of the largest and most detailed cross-country sample of official national statistics on international transport and insurance costs (CIF-FOB margins 2 ) to date with estimates from an econometric gravity model.
In 2018, the database was updated to a more recent time period (up to reference year 2016), and additional national data was integrated. This note describes these updates in more detail and should therefore be considered in conjunction with the original working paper. It addresses the additional and more recent national source data that were used as input into the regression model (section 2), as well as for the newly added methodological step of benchmarking the estimates to more aggregate national data to the extent that they were publicly available or provided by countries to OECD for these purposes (section 3).
Additional explicit CIF-FOB data
Only a small set of countries produce merchandise trade statistics (imports) that are valued at both a CIF and FOB basis with detailed product and partner country breakdowns. This information is used to develop estimates for all other countries. where Yijkt represents the natural log of the CIF-FOB ratio of a specific product k imported by country i from country j at a given year t; distij is the natural log of the geographical distance between countries i and j; uvmdnktu represents the natural log of median unit value of each HS 6-digit product k with the same unit quantity code u in year t; contiguityij, and contiij indicate the geographical situation of country i relative to country j -sharing common boarders, and in the same continent; poilt represents the natural log of the average annual price of crude oil (in USD per barrel); gdppcit and gdppcit represent the natural log of GDP per capita of countries i and j as proxies to reflect the infrastructure quality of the │ 3 trading pair; yrt reflects the time trend variable. Product and partner fixed effects are also included in the regression.
Descriptive analyses suggested that the reported CIF-FOB data included notable outliers (small trade transactions with excessively high CIF-FOB margins). Therefore, to ensure that the econometric model produced reasonable estimates, the 5 percent highest observations were removed, ensuring that the maximum CIF-FOB ratio in the model was capped at around 25%. Table 2 summarises the results. Model (1) provides the baseline estimate while model (2) includes the interaction effects, and model (3) adds fixed effects for partner countries. The latter model (3) is then applied to five overlapping subsets of data representing product codes applicable to HS1988, HS1996, HS2002, HS2007, and HS2012.
Overall, as with the initial release, the signs of the coefficients are in line with expectations; for example, GDP per capita, as a proxy for infrastructure quality of trading countries, is negatively correlated with international transport and insurance costs, and the relationship between the CIF-FOB margin and distance depends on if the countries are on the same continent or not. Note: t-value in parentheses below the coefficients. *** p<0.05.
Benchmarking estimates to national data
In response to the first release of the OECD ITIC database, several countries (including the China, Germany, Hong Kong China, Italy, Saudi Arabia, the United Kingdom and the UAE) made additional official data available to the OECD on their CIF-FOB margins.
While such official data were often only available at (much) higher levels of aggregation, they were used as much as possible to benchmark the estimated values (while keeping the product-partner variation from the estimates. For some countries (Argentina, Australia and the United Kingdom) only the total CIF-FOB ratio was available, for Italy, China, Germany and Saudi Arabia, official CIF-FOB ratios were specified by trading partner, while for Hong Kong, also some degree of product detail was provided. Table 3 shows the differences between the predicted values with the total transport and insurance costs as reported at the aggregate level 5 in official national statistics. The gravity model estimates typically overestimate the real transport and insurance costs for Hong Kong, an important entrepôt, as well as for European countries. The latter partly reflects the fact while that some countries (such as Germany), following IMTS recommendations, have set trade costs with neighbouring countries to zero, the OECD ITIC data does not replicate this official approach in the ITIC database, mainly because many other countries typically do report non-zero CIF-FOB margins with geographical neighbours (which may reflect geographical barriers to trade that encourage non-direct routes). The model-based estimates are somewhat more in line with official statistics for the United Arab Emirates, Argentina and Australia. 
